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“Report Me All Well” 


The painting of the famous “Down Easter,” the W. R. Grace, is by the noted marine 

artist, Charles R. Patterson. It hangs in the main lobby of the Company’s building 

on Hanover Square. The W. R. Grace was built in 1873 and was in service until it 
was lost in a hurricane in 1889. 


To the Stockholders of W. R. Grace & Co.— 


We are pleased to submit to you our Annual Report for 1952, a year 
which saw an increase in the volume of business conducted by your Com- 
pany and its entry into important new enterprises. 


Earnings: 

Consolidated net income, after all charges, including taxes, amounted 
to $7,882,878 in 1952, compared with $8,492,968 in 1951. After dividends 
on the preferred stocks, earnings applicable to the common stock were $2.65 
per share in 1952 compared with $2.89 per share in 1951. Including the 
equity in earnings in excess of dividends received from non-consolidated 
subsidiaries (Grace National Bank of New York and Grace Staff Corpora- 
tion) and 50% -owned companies (Gulf & South American Steamship Co., 
Inc. and Pan American-Grace Airways, Inc.) earnings for the year amounted 
to $2.86 per common share as compared with $3.25 the previous year. 

In 1951, net income included an unusual capital gain which (after 
allowing for taxes thereon) contributed $1,138,818 or 44¢ per share to earn- 
ings on the common stock in that year. Excluding this extraordinary item 
from the comparison, 1952 net income from normal operations represents an 
improvement over 1951. 

The problem of the increasing cost of operations has constantly received 
the attention of your management. During the past year this problem re- 
ceived particular study, and economies were undertaken which it is felt will 
contribute to the Company’s results in the coming year. 


Dividends: 

Dividends totalling $4,176,000 were paid on the common stock during 
1952. This was the equivalent of $1.60 per share on the 2,610,000 shares 
outstanding and was the same as the dividends paid in the previous year. 

At its meeting on November 6th, the Board of Directors of your Company 
increased the regular quarterly dividend rate on the common stock from 25¢ 
per share to 40¢ per share which, in effect, incorporated into the regular 
quarterly rate the extra dividends paid in the past three years. Regular quar- 
terly dividends are now being paid at the rate of $1.60 annually, the same 
as the total of regular and extra dividends paid in 1950, 1951 and 1952. 
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INDUSTRIAL ENTERPRISES 


Earnings of our industrial enterprises, as is normal in operations as wide- 
spread and diversified as ours, varied considerably from industry to industry 
and from country to country. 


Textiles— Our cotton and rayon textile mills in Peru and Chile continued 
to suffer from the effects of the widespread recession which struck that indus- 
try in 1951. On the other hand, the Colombian textile enterprise increased its 
production from 521,904 pieces (of forty yards each) to 614,170 pieces and 
profits were more than 150% of 1951. The production of our six mills in Peru 
and Chile slightly decreased from 1,374,501 pieces in 1951 to 1,312,101 
pieces, a relatively small decline, but other factors combined to cause a sharp 
reduction in profits. In the case of Peru, one of the problems of the year was 
the competition of low-priced imported cloth from Japan and other countries. 
The situation should be somewhat alleviated by the Peruvian Government's 
recent increase in its import duties on certain grades of textiles. In Chile, com- 
petition from other local textile producers was keen, both in terms of price 
and quality. 


Tejicondor, third largest cotton and rayon textile producer in Colombia, is a thor- 

oughly modern integrated unit which processes raw cotton through spinning, 

weaving, bleaching, dyeing and printing. Above is the general office at its plant in 
Medellin. 


Intensive efforts were made by the management during the year to mini- 
mize the effects of the depressed conditions in this industry, and, we believe, 
resulted in some reductions in its impact. The modernizing of the mills’ 
equipment, which has been proceeding since the end of the War, has been 
sharply accelerated. 


Sugar—The earnings of our two Peruvian sugar estates came within 10% 
of the good results achieved in 1951 despite lower world sugar prices and a 
24-day strike which affected production at the Cartavio plantation. The 
world sugar market in the first quarter of 1953 continued to show weakness. 
The total production of our mills and refineries in 1952 was 94,073 metric 
tons, compared with 95,222 tons produced the previous year. Molasses, 
alcohol and the other sugar by-products continued to contribute to the profits 
of our haciendas. A new alcohol distillery was placed in operation at Para- 
monga and the rate of return on this 
investment is very satisfactory. 

The good results of the last two 
years are largely attributable to the 
intensive program of mill and fac- 
tory modernization and the empha- 
sis on agricultural experimentation 
and mechanization of fieldwork. 

Cane yield per acre was at a 
peak as a result of the harvesting of 
new cane varieties which our agron- 
omists have developed at the Car- Grace-produced sugar, in trainloads, 


tavio and Paramonga experiment moves from Hacienda Cartavio to the 
stations port of Salaverry, where it is shipped to 
z the world’s markets. 


Ten thousand irrigated acres of cane, a sugar mill, sugar refinery and paper mill 

are the principal components of Hacienda Paramonga on the Peruvian Coast north 

of Lima. A modest plantation a generation ago, it is today a complex industrial 
unit. 


Long rows of Paramonga-produced 

liner paper are stacked high on a load- 

ing platform at the estate’s mill, ready 
for shipment. 


Paper—Our Peruvian paper 
business continued to justify our 
pioneering in the manufacture of 
paper from sugar cane bagasse, with 
1952 profits equalling the satisfac- 
tory 1951 levels. The Paramonga 
mill produced 16,700 metric tons of 
paper products. Near-capacity op- 
erations were maintained to satisfy 
the needs of the Peruvian market. 
A small part of the production com- 
peted successfully in foreign areas. 
The integrated multiwall bag plant 
and the Lima bag and box factory 


continued their successful records of the previous year with 1952 produc- 


tion as follows: 
Multiwall Bags 


Grocery Bags 
Corrugated Boxes 


14,500,000 units 
106,000,000 units 
6,600,000 units 


New machinery, now on order, will materially increase Paramonga’s bag 
production. 


Mining—International Mining Company’s production of tungsten con- 
centrates was only about 5% under 1951. However net profits showed a 
substantial reduction from the previous year as the result of rising costs, 
increased taxes, and exchange regulations brought about by changes in the 
Bolivian economy. The entire production of tungsten was sold in the United 
States for defense purposes. 


Fertilizers — Our two fertilizer-producing businesses — Naco Fertilizer 
Company (West Virginia) and Naco Fertilizer Company (California )— 
both operated unprofitably in 1952. The former’s new-product venture 
“Nurish,” a water-soluble plant food, resulted in a heavy loss. Naco (Cali- 
fornia) was affected by price competition. Special attention has been given 
to these two companies and indications are that their combined operations 
will be profitable in 1953. 


Paint—The paint factories in which your Company is interested in Colom- 
bia, Peru and Chile maintained a high level of production in 1952, supplying 
30% of the paint consumed in Colombia, 20% in Peru and 25% in Chile. 
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All of the plants showed satisfactory operating results in terms of both 
volume and profit. Additional modern equipment was installed in the 
Peruvian plant which will increase its capacity about 30%. Delivery of new 
equipment to the Chilean plant awaits Exchange Control approval. 

An Argentine paint manufacturing company in which we have a small 
minority interest produced 742% of the paint consumed in that country. 
The Argentine company is completing an entirely new plant in which will 
be incorporated the latest technical advances in this industry. 


A versatile industrial operation is Compaiiia de Industrias y Azicar S. A. known 
throughout Chile as “COIA.” Its plants overlook the Pacific at Vihia del Mar. 


“COIA”—This triple industrial unit increased its production in all phases 
of its operations and 1952 profits showed a substantial increase over the 
previous year. Approximate production in metric tons for 1952 compared 
with 1951 as follows: 


1952 1951 
Refined Sugar 26,000 25,700 
Vegetable Oils and Shortenings 5,400 4,900 
Paints 1,700 1,500 


The foregoing production represented approximately 15% of the Chilean 
national consumption of refined sugar, 20% of the national consumption 
of vegetable oils, and 25% of the national consumption of paint. 


One of Colombia’s newest and most 

promising enterprises, La Rosa, pro- 

duces and markets multiple varieties of 
candies, biscuits and cookies. 


Candy and Biscuits—The 1952 
operations of our two candy and 
biscuit subsidiaries in Peru and 
Colombia showed increased produc- 
tion and improved operating results 
over 1951. Arturo Field y La Es- 
trella, Ltda., in Peru, manufactured 
3,410 tons of products compared to 
2,860 tons and its profits increased. 
Our new factory in Colombia, La 
Rosa, showed gratifying improve- 
ment in production and sales, and 
overcame the technical difficulties 
which had attended the commence- 
ment of manufacturing. Final re- 


sults showed a small profit compared with a substantial loss in 1951. The 


plant produced 2,446 tons of baked goods, candy and chocolate, an increase 
of 12% over 1951. The La Rosa brand has won acceptance in the Colombian 
market and prospects for future profits are favorable. 


Cement, Flour, Miscellaneous 
Manufacturing—The Bolivian ce- 
ment plant operated at normal pro- 
duction and net profits remained at 
the 1951 levels. 

The two Bolivian flour mills 
produced net profits substantially 
above those of the preceding year. 

Profits of the Peruvian flour mill 
were affected by government price 
ceilings which brought about a loss 
in 1952. 

The Peruvian caustic soda-chlo- 
rine-muriatic acid plant at Para- 


>sero 42>) 


Wheat from abroad and corn from 

Andean slopes are raw materials for 

the Santa Clara mill which produces 
flour and meal at Arequipa. 


monga continued on a three-shift operation, with satisfactory operating 


profits. 


Electromat’s electric light bulb factory in Chile increased production, 


and profits were better than in 1951. 
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The green-white-and-black stacks of Grace Line's Santa ships are a familiar sight 
in ports throughout the Western Hemisphere. The luxurious Santa Rosa and Santa 
Paula leave New York weekly on popular Caribbean cruises. 


OCEAN TRANSPORTATION 


Grace Line, prime maritime link between the United States, Central 
America and the North and West Coasts of South America, showed most 
encouraging recovery from the depressed earning levels of 1951. Both pas- 
senger and freight movement increased in 1952, and revenues were aided 
further by increased rates which had been unduly reduced in 1950 and 1951 
by intense foreign flag competition, particularly in the Caribbean area. Com- 
parative operating statistics for the two years follow: 


1952 1951 

No. of Voyages 253 256 
Passenger: 

No. of Passengers 20,360 19,239 

Revenue $7,358,353 $6,866,250 
Freight: 

Tonnage 2,738,791 2,661,396 

Revenue $64,605,644 $57,251,000 


The Federal Maritime Board granted Grace Line’s application for an 
operating subsidy on its Caribbean routes, effective with sailings on and after 
October 1, 1952. Grace Line, in the past, has suffered severely from low-cost 
foreign flag competition in this area, which still continues. 

Grace Line operations on the U. S. Atlantic Coast were free of strikes 
during the year, a marked improvement over the situation of the previous 
year. A strike on the Pacific Coast lasted for two months and affected opera- 
tions to a considerable degree. 

The popularity of Grace Line’s twelve-day luxury cruises on the Santa 
Rosa and Santa Paula continued unabated, with passenger bookings close 
to capacity most of the year. 

Plans for the construction of two new passenger ships to replace the 
Santa Rosa and Santa Paula still are being discussed with the Federal Mari- 
time Board. It is not presently known whether the Board’s budget for the fiscal 
year 1953-1954, now under consideration, will contain an appropriation of 
funds necessary for the construction of these vessels in U. S. shipyards. 

Grace Line still is negotiating with the Federal Maritime Administration 
for a downward adjustment pursuant to the Merchant Ships Sales Act of 
1946, in the price it paid for three vessels purchased from the old Maritime 
Commission, The adjustment is expected to be concluded in the near future. 


Gulf & South American Steamship Co., Inc.—in which Grace Line and 
Lykes Bros. Steamship Co. are equal partners—enjoyed somewhat higher 
revenues in 1952, but reported about 10% lower earnings as a result of 
increased operating costs. 


1952 1951 

No. of Voyages 25 25 
Passenger: 

No. of Passengers 414 349 

Revenue $115,107 $93,557 
Freight: 

Tonnage 384,528 442,437 

Revenue $7,963,320 $7,904,723 


Application for an operating subsidy remains in negotiation and it is 
hoped that a decision will be forthcoming in 1953. 
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COMMERCIAL OPERATIONS—SOUTH AMERICA 


These important and traditional Grace activities in South America again 
contributed substantially to the overall profits of the organization. The volume 
of business, conducted mainly through our Grace y Cia. subsidiaries in the 
five West Coast countries, as well as through the International Machinery 
companies in Peru, Chile and Bolivia, was maintained at a satisfactory level. 
_ These units, engaged in the distribution of our nationally manufactured prod- 
ucts, machinery and other imported lines, the operation of our steamer and 
airline agency functions and port operations, produced net profits approxi- 
mately equal to those of 1951. As usual, the pattern was not uniform among 
the countries. 


At anchor near the mouth of Ecuador's Guayas River, a modern cargo-passenger 

Santa ship loads cargo from lighters clustered alongside. Every year Grace Line 

ships carry large quantities of the South American commodities and United States- 
manufactured goods which make up inter-A merican trade. 


EXPORT AND IMPORT TRADE 


Our import departments in New York, San Francisco and London gen- 
erally experienced substantial increases in sales in 1952 but operating 
profits were lower than the favorable results for 1951. As a consequence of 
the generally unfavorable operating results of several of our New York import 
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departments, no longer closely asso- 
ciated with our other activities, it 
was decided in December 1952 to 
discontinue their operations. 
Coffee departments in New 
York, San Francisco and New Or- 
leans, which recently have added to 
their Brazilian connections, handled 
a total of approximately 850,000 
bags of coffee from South and Cen- 
tral America during 1952. Beans, from coffee “cherries,” are 
Export volume fell off from the sag : fe 
high level of 1951. This was ex- trilladoras in Colombia. 
pected as a consequence of dollar 
shortages in some countries and inventories built up after the outbreak of 
the Korean War. Profits from these activities showed only a slight decline 
from the 1951 level, although prospects for 1953 are less favorable. 
General business conditions have been somewhat affected in certain 
countries by import and exchange restrictions. 


FINANCE 
Banking 


Grace National Bank of New York enjoyed its most profitable year in 
1952 with net operating earnings of $653,597, equal to $16.34 per share, as 
compared with $594,274, or $14.85 per share, in 1951. Increased interest 
on loans and securities accounted for the major part of the increase but 
commissions and fees increased slightly, particularly in the Trust Depart- 
ment whose services continue to attract new clients. Foreign Department 
earnings declined as a consequence of import restrictions and currency dif- 
ficulties in some foreign markets. 

The total of loans increased gradually throughout the year with a special 
gain in December which brought the amount up to $45,364,844 at the 
year-end, against $36,396,232 at the end of 1951. 

Month-by-month deposits averaged about $5,000,000 higher than in 
1951, although the December 31, 1952 deposits of $114,409,955 were 
$6,000,000 lower than at the end of 1951. Capital, surplus and undivided 
profits on December 31, 1952 of $8,562,569 compared with $8,267,272 
on the same date in 1951. 
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Insurance Brokerage 


Griswold and Company Incorporated— Gross and net income continued 
their steady growth in 1952. Gross commission income increased about 22% 
over 1951. In December 1952 it acquired through stock purchase the busi- 
ness of Frank & DuBois. 


COMMERCIAL OPERATIONS— 
U. S. PACIFIC COAST AND CENTRAL AMERICA 


Graco, whose business in farm machinery, motor truck and allied lines 
serves the agricultural areas surrounding Woodland, Stockton, Lodi and 
Tracy in California, developed less satisfactorily than was hoped for during 
1952 and net profits were below those of the preceding year. Sales were 
affected somewhat by a protracted strike in a major supplier’s plants which 
resulted in shortages of merchandise. 

The steamer agency operations on the U. S. Pacific Coast continued at 
good levels, with slightly higher operating profits. 

Central American operations, 
conducted through Grace & Co. 3 
Central America, were slightly 4 
lower than 1951, both in volume 
and profit. The same trend prevailed 
in our port operations in El Salva- 
dor and Guatemala, where reduc- 
tion in cargo movement from the 
abnormally high levels of the two 
previous years was reflected in lower 
profits. Operations also were ad- 


Graco’'s building at Stockton is one of 

versely affected by the U. S. Pacific the links in a chain of distributorships 
+8 for trucks and agricultural equipment 

Coast maritime strike. in California’s Central Valley. 


AIR TRANSPORTATION 


Panagra (Pan American-Grace Airways, Inc.) which started operations 
in Peru almost 25 years ago with one single-engine aircraft, last year broke 
all of its records by flying a total of 133,288,000 passenger miles over the 
route between the United States and Argentina via the West Coast of South 
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Panagra, “The World's Friendliest Airline,” spans the skyways of the Americas. 
Its inter-American record of “firsts” represents a vital contribution to the rapid 
development of Latin America as well as a strengthening of hemispheric relations. 


America. The airline, of which W. R. Grace & Co. owns 50%, as does Pan 
American World Airways, reported improved profits in 1952. 

During the year it inaugurated El Pacifico, a new DC-6B tourist class 
service, which was an immediate success. Its deluxe El Inter Americano 
Fiesta Lounge flight was awarded the Frye Trophy for providing the fastest 
international air service of any U. S.-flag carrier. 

A final mail pay rate for Panagra for the period from January 7, 1947 
through September 30, 1951, together with a permanent “future” rate, retro- 
active to October 1, 1951, was determined by the Civil Aeronautics Board 
in an order dated October 14, 1952. The future rate is estimated to yield 10% 
after taxes on a recognized capital investment of $7,320,000. 

No decision has been announced as yet in the New York-Balboa Through 
Service Case, which will determine whether Panagra’s aircraft may fly through 
to Washington and New York, over the routes of either Eastern or National 
airlines, thus eliminating the inconvenience of changing planes at Miami for 
the large numbers of passengers traveling between South America and the 
northern cities of the United States. 
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NEW DEVELOPMENTS 


Studies directed toward investment opportunities in profitable growth in- 
dustries have been under way for several years. This program resulted in three 
major accomplishments in 1952. 


Grace Chemical Company was formed as the operating vehicle for new 
chemical ventures. The initial project will be a nitrogen plant near Memphis 
(Tennessee) to produce ammonia and urea for agricultural and industrial 
purposes. Production will be 250 tons of anhydrous ammonia per day from 
natural gas, of which 100 tons can be converted into 150 tons of urea per 
day. The Foster Wheeler Corporation is designing and engineering this unit. 
Processes to be utilized are: Texaco’s partial oxidation for the production 
of synthesis gas, Casale for ammonia synthesis and Pechiney for urea. 

Ground was broken on the 277-acre site last year, and it is expected that 
the $19,000,000 plant will be in production in the summer of 1954. Grace 
Chemical Company will involve an investment of approximately 20 million 
dollars, of which 10 million dollars will be supplied in the form of equity 
capital by your Company and approximately 10 million dollars will be 
borrowed by Grace Chemical Company under an agreement made with a 
group of banks in New York and Memphis. Under this agreement the 
new company can borrow funds up to October 1, 1954, repayable in semi- 
annual instalments beginning not later than April 1, 1955. Final maturity 
is October 1, 1962. The interest rate will be 4%. 

William P. Gage was elected President and a Director of Grace Chemi- 
cal Company on February 1, 1953. An outstanding executive in the petro- 
chemical field, Mr. Gage had been Vice President in charge of manufactur- 
ing of Shell Chemical Corporation since 1941. 


Foster and Kleiser Company—In August, a wholly-owned subsidiary, 
W. R. Grace & Co. (West Virginia), entered into an option agreement under 
which, as of October 17th, it acquired control of the Foster and Kleiser Com- 
pany, the largest outdoor advertising company on the Pacific Coast and the 
second largest in the United States. It presently owns more than 99% of the 
common stock of this fifty-year-old company. Foster and Kleiser has 32,000 
advertising structures in 450 communities in the fast-growing areas of 
Washington, Oregon, California and Arizona. 

That it has been successful in its operations over the years is illustrated 
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W. R. Grace & Co. has been active in the commercial life of the Pacific Coast of 
the United States for three quarters of a century. Its acquisition last year of the 
common stock of Foster and Kleiser Company is another step in its development 
in California. Pictured above is Foster and Kleiser’s head office building in 
San Francisco. 


by the following comparative annual statistics covering the seven fiscal years 


which ended March 31, 1952. 


Year 
1946 
1947 
1948 
1949 
1950 
1951 
1952 


After Grace acquired control, Foster and Kleiser changed its accounting 
period to a calendar year. For the nine-months period commencing April 1 
and ending December 31, 1952 it had operating revenues of $11,517,290 


Operating Revenues 


$10,058,000 
10,910,000 
12,859,000 
13,786,000 
13,722,000 
13,935,000 
14,435,000 


and net profits after taxes of $905,964. 


In connection with the purchase of Foster and Kleiser, at a cost of ap- 
proximately $7,800,000, W. R. Grace & Co. (West Virginia) borrowed 
$4,000,000, of which $2,000,000 was borrowed from a California bank at 
4%, maturing in 1962, and $2,000,000 from an insurance company at 
4% %, maturing in 1972. These loan agreements provide for fixed annual 


pre-payments commencing in 1953. 


The quality of Foster and Kleiser’s competent management, acquired 
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Net Profits 
After Taxes 


$ 701,000 


946,000 
1,344,000 
1,164,000 
1,096,000 
1,071,000 

921,000 


with the business, is an important basis of our expectations that this acqui- 
sition will add materially to your Company’s profits in 1953 and future years. 


Fongra Produtos Quimicos §. A. (in organization)—Our first industrial 
enterprise in Brazil started with the organizing of Fongra Produtos Qui- 
micos S. A., whose initial venture will be an insecticide and caustic soda- 
chlorine plant at Sao Paulo. The plant will have an annual capacity of four 
million pounds of DDT, its primary product, with modern electrolytic mer- 
cury cell units for the production of chlorine and caustic soda. DDT, vitally 
needed for that country’s agriculture and public health services, is expected 
to find a ready market in Brazil’s growing economy. Chlorine production 
will be used primarily in the manufacturing of DDT, while caustic soda, in 
which Brazil is not self-sufficient, will aid the textile and chemical industries. 

Three companies are associated in the new enterprise: American Home 
Products Corporation, Instituto Medicamenta Fontoura S. A., and W. R. 
Grace & Co., which will have a majority interest. Grace’s initial equity in- 
vestment in this enterprise will be approximately $1,300,000. 

Our plans for Fongra envisage expansion into related fields of chemical 
manufacturing in that growing country. Further developments are in the 
planning stage. 


Research—The chemical research and development program which pre- 
ceded the establishment of Grace Chemical Company and the Fongra 
enterprise in Brazil is continuing, and will be coordinated between the parent 
company and the Development Department of Grace Chemical Company on 
a long-range basis. Several important new projects are under examination at 
this time, particularly in the petro-chemical field. 


Financing—In furtherance of our development program, the stockholders 
approved the signing of loan agreements with a group of life insurance com- 
panies in the total amount of $35,000,000, of which $16,000,000 was bor- 
rowed in 1952. The balance will be availed of in 1953 and 1954. The notes 
bear 3% % interest and will mature on July 1, 1982, with mandatory annual 
pre-payments of $1,680,000 commencing July 1, 1962. 


Listing of W. R. Grace & Co. Common Stock—Late in 1952 application 
was filed with the New York Stock Exchange for listing of our common stock, 
and simultaneously the corresponding registration statement was filed with 
the Securities and Exchange Commission pursuant to the Securities Exchange 
Act of 1934. The application was approved and the registration became effec- 
tive. Trading in our shares on the New York Stock Exchange commenced on 
February 27, 1953. 
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EMPLOYEE RELATIONS PROGRAMS 


Because of the international nature of our Company, indigenous to each 
of the countries in which it operates, the establishment of uniform medical, 
insurance and retirement plans, for practical purposes, is not feasible. Each 
program must be adjusted to the way of life and to the needs of Grace people 
in the various lands in which they live. In addition, the many variations of 
social laws in these countries militate against a uniform program. 

Grace for many years has recognized its obligation to further the well- 
being and the health of its employees. Where existing social laws do not pro- 
vide adequate protection it has been the policy to fill in the gaps. In the South 
and Central American countries legislation covers the major field of retire- 
ment benefits, severance pay and, to a lesser degree, hospital and medical 
services. Our practice has been, in those cases, to supplement the hospital 
and medical services. 

In the United States the Company provides non-contributory group life 
insurance. The plan, established in 1929, is a liberal one and is partially 
supported by the Grace Staff Benefit Fund, created in that year by the late 
Joseph P. Grace. The Company also provides hospital and medical insur- 
ance, non-contributory, to active and retired employees and their depend- 
ents. The contributory retirement plan, available to eligible employees at- 
taining the age of 30, and after five years of service, provides for retirement 
at 65. 

In larger cities employees have medical attention available at company 


Modern apartments at Vifia del Mar, Chilean resort near Valparaiso, provide 

housing for employees of “COIA,” important Grace manufacturing unit. A 1200- 

seat movie theatre is one of the many facilities enjoyed by employees at the 
Paramonga sugar estate in Peru. 
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expense, either through a company medical department or by retainer 
arrangement with outside physicians. 

It has been estimated that the total cost of these and other benefits during 
the course of an average year amounts to more than a million dollars. Your 
Company feels that this is money well spent since it contributes to the good 
employee relations which have long distinguished the Grace organization 
in the United States and abroad. We are particularly proud of the long 
service records of our staffs. 

For many years we have followed the policy of sending a certain number 
of our best young men to South American countries for training, and at the 
same time bringing promising young South Americans to the United States 
for training either in our own business or in other companies. This inter- 
change continued last year. 


THE BOARD OF DIRECTORS 


Since our last Annual Meeting, four new Directors have been elected: 
Charles E. Wilson, former President of General Electric Company; Allen S. 
Rupley, a Vice President of W. R. Grace & Co.; John T. Madden, Chairman, 
President and Trustee of the Emigrant Industrial Savings Bank, New York; 
and C. C. Mallory, for many years a Vice President and the Treasurer of 
Grace Line, and now its President. 

In January 1953, Mr. Wilson was named Chairman of the Executive 
Committee of the Board of Directors. 

It is with deep regret that we record the passing of R. Ranney Adams, 
President of Grace Line and a Vice President and Director of W. R. Grace & 
Co. Until his untimely death in January of 1953, he had given long and 
distinguished service both to your Company and to the maritime industry. 

C. C. Mallory was elected President of Grace Line to succeed Mr. Adams 
and also was elected a Vice President of W. R. Grace & Co. Mr. Mallory 
joined Grace in 1921 with one of its steamship subsidiaries on the U. S. 
Pacific Coast. He has had wide experience in all phases of the industry on 
both the Atlantic and Pacific Coasts. 

After forty active years in the Organization, John T. Kirby, a Director 
and Vice President, left the service of Casa Grace at the end of 1952. His 
warm enthusiasm and ready counsel will be missed by his associates and 
countless friends from Hanover Square to Punta Arenas. 

In January of this year, Benjamin H. Oehlert, Jr., a Director and Vice 
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President, resigned to become a Vice President of The Coca-Cola Co. He 
remains as a Director of the Grace National Bank of New York. 


RETIREMENTS 


Walter Lindeman and J. L. Ziegler, both Assistant Vice Presidents, 
retired on December 31, 1952. Mr. Lindeman, whose career spanned forty- 
two years with the Grace organization, was in charge of the Company’s 
merchandise export activities in the New York headquarters. Mr. Ziegler, 
with thirty-five years of service, had been a Grace engineer in South America, 
and at the time of his retirement was in charge of machinery export activities 
in New York. The contribution of these two officers to the growth and suc- 
cess of the organization was substantial and they take with them the warm 
good wishes of their colleagues. 


The creditable results of our 1952 business were brought about by the 
devoted service and cooperation of our employees—the more than 35,000 
men and women who constitute Casa Grace in fourteen countries. Our debt 
to their loyalty is far deeper than can be expressed in the language of this 


Report. 
Chairman fr } 


President 


April 25, 1953. 
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W.R. GRACE & CO. and Subsidiary Companies 


CONSOLIDATED INCOME STATEMENT 
FOR THE YEAR ENDED DECEMBER 31, 1952 


(WITH COMPARATIVE FIGURES FOR THE YEAR 1951) 


1952 1951* 
Sales and operating revenues..........0.00.00svecescaccees $284,148,190 $264,982,359 
Operating-differential subsidy .............0-.cccewecsene 5,633,279 4,453,066 
$289,781,469 $269,435,425 
Cost of goods sold and operating expenses—Note 4........... $250,765,035 $230,913,015 
General and administrative expenses............+000e00055 17,015,593 15,480,127 
Depreciatien Note G i505. cic ssecs seein ease aie k wile hans 5,470,002 5,369,254 
Provision for recapture of profits of Grace Line Inc. by the U. S. 
Maritime Administration—Note 5 .............2+++05> 2,332,722 1,067,460 
$275,583,352 $252,829,856 
$ 14,198,117 $ 16,605,569 
Dividend ‘and interest ‘income: «......6<0.<.<:200i< 6 saree wreisia sie e's $ 2,441,780 $ 1,778,566 
Profit (net) on sale of properties and securities.............. 261,218 1,688,737 
Miscellaneous (net after deducting miscellaneous charges of 
$333,297 in 1952 and $78,360 in 1951)............+005 389,723 422,542 
$ 3,092,721 $ 3,889,845 
$ 17,290,838 $ 20,495,414 
PROPPED CRTIONOR te er anya e gina cin ees antoie-+ xv iniak= siseeinie lao $ 1,679,022 $ 929,478 
Additional reserves against investments............-...+005 389,014 205,332 
$ 2,068,036 $ 1,134,810 
$ 15,222,802 $ 19,360,604 
Estimated U. S. and foreign taxes on income—Note 7........- 5,530,140 7,756,423 
$ 9,692,662 $ 11,604,181 
Income applicable to minority stockholders in consolidated sub- 
sidiary companies—Note ] .......000cceceesernscecse 1,168,453 1,579,328 
Net income before adjustment for unrealized foreign exchange 
MRDPOR NAL ea crete ete attain eee oie sts ee GW idrela aieperaaie, ba $ 8,524,209 $ 10,024,853 
Provision for unrealized foreign exchange differential (after de- 
ducting $291,226 in 1952 and $384,602 in 1951 applicable 
UO NMMOLICY SLOCKDOIGETS) ainr. crates « stelidinis die wis opie via nines 641,331 1,531,885 
INDE MCOMe ROM RIO OAM a gravee o:es eli aga sala Wik Iuva) satel a eros waleinli aca. $ 7,882,878 $ 8,492,968 


*Certain items have been reclassified for comparative purposes. 


(See notes to financial statements) 
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W. R. GRACE & CO. 


CONSOLIDATED BALANCE 
(WITH COMPARATIVE FIGU 


ASSETS 
1952 1951* 
Current Assets: 
Cash: 
U. S. dollars—unrestricted ...........csececeeees $ 21,533,486 $ 17,637,919 
U. S. dollars deposited with banks in the United States 
as security for loans payable in foreign currencies 2,110,000 1,660,000 
POXOUGN CUNTCHCIOS: coy ace vies <leimie oer Mieineinie aise orl 2,790,755 2,759,946 
$ 26,434,241 $ 22,057,865 
Bankers acceptances—U. S. banks .........+0eeeeeeeee 1,269,929 3,101,898 
U. S. Government securities, at lower of cost or market, 
including $1,000,000 (1951—$1,298,808) deposited as 
collateral with Grace National Bank of New York, an 
unconsolidated subsidiary, as required by the Banking 
ACE OR 1983 a. cise. sic, tgrsiaison a rein taminiccemleigiosee 25,813,884 19,141,324 
Marketable stocks and bonds, at cost which is approximately 
BUUATCOG NANI ora ais cenn cia picasisierefainiessietnus (vlamsdatalaca epsierete 860,640 2,780,984 
Notes and accounts receivable, less reserves of $3,142,903 
(1951—$4,461,607)—Note 3 ..........cccecceees 34,550,616 30,653,380 
Inventories, at lower of cost or market—Note 4.......... 42,233,132 45,977,662 
Stores and supplies, at cost or less............0.22000. 6,099,466 5,849,816 
xO RId | GK GUNES a hia o aida Sieialnlaie'asscetelatett tate Si olisiatatalstatnts 2,242,358 1,503,940 
LOCAL Conrreiat Ansebal ts. oic.53 occ s cei iveatsineione $139,504,266  $131,066,869 
Special Funds and Deposits—Note 5...........0e.ceeeee08 28,802,790 24,256,341 
Notes and Accounts Receivable due after One Year 3,204,448 425,799 
Investments in and Advances to Unconsolidated Subsidiary and 
Adtated: Companies’ <q :<iciciciocisaiv wvioie © wie'einivle sie o aiste 7,687,546 8,437,382 
Miscellaneous Investments, at cost, less reserves of $1,837,385 
CPS5I—SU 278 DOB iss wins wos cisja pininaie si aciesice ein eales 13,699,566 10,695,494 
Land, Buildings, Marine Property, Machinery and Equipment, 
at cost, less accumulated depreciation of $60,245,393 
(1951—$53,328,532)—Note 6): eireins < ayainiae were aa/sie sian 58,172,728 51,750,781 
COB Ase ta aa aa cara rn antes sn mk says ana Nadu rebccolayasayaaiecerehars 956,582 501,197 


$252,027,926  $227,133,863 


*Certain items have been reclassified for comparative purposes. 
**Parent company unappropriated earned surplus 1952—$17,312,643; 1951—$16,645,550. (See notes to 
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and Subsidiary Companies 


SHEET—DECEMBER 31, 1952 
RES AT DECEMBER 31, 1951) 


LIABILITIES 


Current Liabilities: 


Acceptances under letters of credit, mainly against mer- 
; chandise imports into the United States............ 
Loans payable in foreign currencies................... 
Accounts payable ors cca se a0 stale ass oo 
U. S. and foreign taxes on income—Note 7 
Extra compensation and other accrued liabilities........ . 
Property damage, cargo and injury claims.............. 
Payable to unconsolidated affiliated company........... 
Long term debt due within one year...............2005 


Total Current Liabilities... 0scocces secs cna 


Deferred Credits (principally excess of unterminated voyage 
FOVENUG OVEr CENENRE) si5 Sinisa sic cw ais cas ctaenae vcs 


Long Term Notes Payable—Note 8.............e.eceeeeees 
Managers’ Deferred Compensation ............000ee0e00e 


Operating Reserves (principally for employee severance pay- 
ments required under foreign social laws).............- 


Equity of Minority Stockholders in Consolidated Subsidiary 
COMAYETTIOR |< cle, avn reese here rainy Wrorscn Sie fuhc ake biats aches ote 


Capital Stock—Note 9: 
Authorized by charter—$60,000,000 
Issued and outstanding: 


6% cumulative preferred—40,000 shares of $100 par 
MALES x oc (ave sarnys use os place a cela’ sa bins Soe las Aree 


8% cumulative preferred—Class A—50,000 shares of 
LOO PAR VANIO T=. o1ai ere win wie eine ac niSiaisisialarayeial a3 


8% noncumulative preferred—Class B—40,000 shares 
GES1O0 Par Paes arco corsets ers ate ens 


Common—2,610,000 shares without par value—Note 9 


Capital Surplus—Note 10). c:(occiei ace iieicia ancien als'sicisie wai 


Earned Surplus, per accompanying statement—Note 11: 
SUE PUN TOMER VER Fa. 5s sfc ces ance acd ey ah iate Sara) sa lol aveiele jai s's.o6 
PAP TOprinter RAE DUNS rere tasals mratetete.ncteipiats ajere ss s/elein' tip aisreie 
Dipappropriated: earn las). aie. csoreiomivievelascvevias sian precerasavi 


financial statements) 


1952 


$ 8,659,432 
10,123,974 
25,361,301 

6,685,823 
3,112,264 
3,532,124 


225,000 
$ 57,699,918 


2,652,137 
23,490,824 
2,600,121 


4,731,060 


12,691,993 
$103,866,053 


$ 4,000,000 
5,000,000 
4,000,000 
26,100,000 

$ 39,100,000 

$ 1,154,111 


$ 7,210,777 
38,255,728 
62,441,257** 


$107,907,762** 
$252,027,926 


1 Ih 


$ 12,401,791 
9,991,049 
23,533,877 
7,339,443 
2,874,495 
2,837,143 
193,023 


$ 59,170,821 


2,572,785 
3,430,141 
2,648,706 


4,722,885 


11,168,698 
$ 83,714,036 


$ 4,000,000 
5,000,000 
4,000,000 

26,100,000 

$ 39,100,000 


$ 6,486,457 
34,016,526 
63,816,844** 


$104,319,827** 
$227,133,863 
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W.R. GRACE & CO. and Subsidiary Companies 
STATEMENT OF CONSOLIDATED EARNED SURPLUS 


FOR THE YEAR ENDED DECEMBER 31, 1952 


Surplus Appropriated | Unappropriated 
reserves surplus surplus Total 


Balance, December 31, 1951 $ 6,486,457 $34,016,526 $63,816,844 $104,319,827 


Consolidated net income for 1952, 
per accompanying income state- 
7,882,878 7,882,878 


Dividends paid in cash: 
6% cumulative preferred stock 


(SG per ahave) ss is, s.toasamian as ( 240,000) ( 240,000) 
8% cumulative preferred stock— 

Class A ($8 per share)...... ( 400,000) ( 400,000) 
8% noncumulative preferred 

stock—Class B ($8 per share) . ( 320,000) ( 320,000) 
Common stock ($1.60 per share) (4,176,000) ( 4,176,000) 


Restoration of surplus reserves no 
longer required (net)......... ( 723,873) 723,873 


Surplus appropriated for foreign 
statutory reserves ............ 457,854 ( 457,854) 


Surplus appropriated by Grace Line 
EOP atecoaaenia te casein See 4,239,202 (4,239,202) 


Adjustments resulting from redeter- 
mination of acquisition surpluses 
of subsidiaries in which majority 
interests were acquired in 1951. . 490,339 (| 149,282) 341,057 


Transfer from reserve for doubtful 
accounts and notes receivable to 
reserve for contingencies ...... 500,000 500,000 


Balance, December 31, 1952— 
ji fo ct ba emer oye ann reese $ 7,210,777(A) $38,255,728(B) $62,441,257(C) $107,907,762 


(A) With the exception of reserves for contingencies ($2,000,000) these reserves consist principally of amounts 
set aside on the books of subsidiary companies in South America as required by statute. 


(B) Portion of the consolidated surplus of Grace Line Inc., a wholly-owned subsidiary company, which was not 
deemed to be available for the payment of dividends to the parent company at December 31, 1952. It relates 
to certain deposits made by Grace Line Inc. in reserve funds under joint control of that company and the 
U. S. Maritime Administration or to the investment of such deposits in ships. See Note 5 of notes to finan- 
cial statements. 


(C) Includes approximately $7,600,000 which has been transferred to capital stock accounts on the books of sub- 
sidiary companies. 


(See notes to financial statements) 


26 


W. R. Grace & Co. and Subsidiary Companies 


NOTES TO FINANCIAL STATEMENTS 


(1) PrincipLes of CoNnsoLmaTion 


The consolidated financial statements include the accounts of W. R. Grace & Co. and all 
majority-owned domestic and foreign subsidiary companies, other than Grace National Bank of 


Boe Grace Staff Corporation, and Cia. de Materiales de Construccion, a minor foreign 
subsidiary. 


The accounts of Grace National Bank of New York, of which 79.3% of the outstanding 
capital stock was owned by the Company as at December 31, 1952, were not included in the 
consolidation because of the nature of its operations. 


The assets of Grace Staff Corporation (a wholly-owned subsidiary) as at December 31, 
1952 consisted principally of 134,125 shares of common (held primarily for sale to certain 
officers and employees), 1,868 shares of Class A preferred and 2,049 shares of Class B preferred 
stock of W. R. Grace & Co. and $307,508 receivable from officers and employees of W. R. Grace 
& Co. and subsidiary and affiliated companies secured by common stock of W. R. Grace & Co. 


In the latter part of 1952 W. R. Grace & Co. (W. Va.), a wholly-owned subsidiary, acquired 
99.53% of the outstanding common stock of Foster and Kleiser Company. The accounts of 
Foster and Kleiser Company are included in the consolidated balance sheet at December 31, 
1952. The consolidated income statement includes the results of this company’s operations for 
the period October 17 to December 31, 1952. A small preferred stock issue of Foster and Kleiser 
Company remains outstanding. After deducting minority interest approximately 6.1% of the 
consolidated net assets at December 31, 1952 and approximately 4.6% of the consolidated net 
income for the year 1952 relates to this new subsidiary. 


In preparing the consolidated financial statements, investments in and indebtedness of 
subsidiaries as well as sales, operating revenues and expenses, representing intercompany trans- 
actions between the companies included in the consolidation, were eliminated. 


The Company's equity in the earnings of its unconsolidated subsidiaries (Grace National 
Bank of New York and Grace Staff Corporation) and fifty-percent owned companies (Gulf and 
South American Steamship Co. Inc. and Pan American-Grace Airways, Inc.) for 1952 exceeded 
dividends received from those companies by $530,600. The total equity ($14,496,900) in the net 
assets as shown by the financial statements of these companies as at December 31, 1952 exceeded 
the cost of the investments in these companies by $8,789,800, 


The income applicable to minority stockholders in consolidated subsidiary companies for 
the years 1952 and 1951 may be summarized as follows: 


1952 1951 
Minority share of net income before deducting 
provision for unrealized foreign exchange 
GiICreTIAY 555 cairns sowie a eee wile 43 $1,168,453 $1,579,328 
Less—Minority share of provision for unrealized 
foreign exchange differential .......... 291,226 384,602 
Minority share in net income for the year...... $ 877,227 $1,194,726 


(2) Basis oF CONVERSION OF FOREIGN CURRENCY ACCOUNTS 
The accounts of consolidated foreign subsidiaries and the foreign (Peruvian) branch of 
the Company were converted on the following basis: 
Net current assets and operating reserves were converted at appropriate year-end rates. 


Fixed assets and investments were converted at rates in effect at dates the assets were 
acquired. 


Profit and loss accounts, except depreciation, were converted at computed exchange 
rates based on: 


1—The rates at which profits, to the extent remitted, were realized in U. S. dollars. 


2-The rates in effect at the date of reinvestment of local currency funds in fixed 
assets or in capital stocks of foreign corporations. 


3—Appropriate year-end rates for converting any remaining profit. 


Depreciation has been charged to income at amounts based on the dollar cost of the 
property, plant and equipment. 


All realized profits or losses in foreign exchange transactions have been recognized in the 
determination of the consolidated net income for the year. In addition, provision has been made 
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@) 


(4) 


(S) 


for the unrealized foreign exchange differential arising in conversion of local currencies for 
purposes of consolidation. 


Notes aNp ACCOUNTS RECEIVABLE 


Included in this caption at December 31, 1952 is an amount of $5,047,280 receivable from 
the U. S. Maritime Administration for accrued operating-differential subsidy in the amount of 
$8,047,280 reduced by $3,000,000 representing an estimate of the amount which is required to 
be deposited in the reserve funds when received. (See Note 5.) 


INVENTORIES AND Cost oF Goons SoLp 


The amounts of the inventories included in the balance sheet are summarized by major 
classes hereunder: 


December 31, 
1952 1951 
RAG TROND oa ws saree ern ace Kian nish p i vig oe $ 5,245,666 $ 5,196,535 
Process and packaging materials............ 2,901,504 2,936,954 
COONS Ei DOCONG oie seis epee eee eae ne : 4,054,530 5,345,665 
Panished BOOKS wn oso nis win ciscinwn tiene 2 9,334,510 10,274,061 
Minerals 1,263,289 1,084,512 
General merchandise and produce 11,588,283 9,478,974 
Goods in transit: «2.0.06. .20.60 - 4,666,925 8,288,221 
Advances to suppliers ...............----- 3,178,425 3,372,740 


$42,233,132 $45,977,662 


The goods in transit at December 31, 1952 consisted principally of— 
RMB. esis case easnialhs SRR oro Ae ieee er $2,325,000 
; 1,281,000 
655,000 


Inventories are stated at the lower of cost or market. Market, as applied to raw materials, 
process and packaging materials, and goods in transit, is based on replacement cost; for other 
inventory classifications, market is based on net realizable value. Due to the diversified nature 
of the companies’ operations, several bases of determining cost are used, including first in-first 
out, average, and specific cost. At December 31, 1952 intercompany profits in inventories were 
eliminated to the extent that it was practicable to determine the amount. It is believed that other 
such intercompany profits not so eliminated were not significant. 


SpeciaL Funps AND Deposits 


Special funds and deposits at December 31, 1952 comprise the following amounts: 
Reserve funds established under the Merchant Marine Act of 1936, as amended: 


Capital and special reserve funds.......... 0.000000 eeeeuue $24,296,626 
Estimated deposits to be made upon collection of accrued 
operating-differential subsidy (See Note 3)............. 3,000,000 
$27,296,626 
Contingent subsidy receivable (to be deposited if 
COMSCHG): . 00 siccriccceneanecanescenaesien $7,994,410 
Less—Recapture payable applicable thereto. ... 7,994,410 — 
$27,296,626 
Other special and guaranty deposits.....-.......6+000ee0s 1,506,164 
Serta 2c cance cook hapnpetsre sxc Amitniatenis tock iecm $28,802,790 


The capital and special reserve funds are applicable to Grace Line Inc., a wholly-owned 
subsidiary, and were established as required by the Merchant Marine Act of 1936, as amended. 
This Act and the operating-differential subsidy agreement require deposits in prescribed reserve 
funds of (a) profits from subsidized operations in excess of 10% of capital necessarily employed, 
one-half of which (not to exceed the amount of operating-differential subsidy received) is sub- 
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(6) 


(7) 


ject to recapture by the U. S. Maritime Administration, (b) amounts equal to depreciation 
charges to the extent earned on owned subsidized vessels and (c) proceeds from insurance, 
indemnities or sale of subsidized vessels. Deposits as in (b) and (c) are also required with 
respect to unsubsidized vessels to the extent that the purchase of such vessels was made with 
amounts withdrawn from the reserve funds. To the extent that the Administration withholds 
estimated recapture from subsidy payments, that portion withheld is not required to be deposited 
in the funds until received; however, the company is required to deposit its portion of such 
profits, unless permission is received to postpone such deposits. 


The contingent subsidy receivable of $7,994,410 represents the portion of subsidy accrued 
since January 1, 1947 equivalent to interim calculations of undeposited recapture payable since 
that date and is withheld from payment to the company. 


The reserve funds may be used to purchase, construct or reconstruct vessels, to pay the 
principal of mortgage notes on certain vessels, to pay to the Administration any profits subject 
to recapture under the subsidy agreement, and under specified conditions may be transferred to 
the general funds of Grace Line Inc. 


PROPERTY, PLANT AND EQUIPMENT 
A summary of property, plant and equipment follows: 
December 31, 

1952 1951 
UY ages ge eR AS ROAR sag 75 arene) $ 7,985,149 $ 6,918,648 
Buildings ....... ‘ 13,553,214 13,373,505 

Advertising structures .... 7,503,750 - 
Vessels and marine property 45,936,703 46,041,680 
Machinery and equipment, etc. 41,155,407 37,800,973 
Projects under construction. ... 2,283,898 944,507 
$118,418,121 $105,079,313 


Depreciation of property, plant and equipment is provided generally by use of the straight- 
line method based on the estimated useful lives of the assets. In view of the variety of properties 
and the large number of depreciation rates, it is not considered practicable to set forth the rates 
used in computing the provisions for depreciation. However, the resulting average depreciation 
rates for the year 1952 were as follows: 


MBIA a airinlate ofsleirtniviai siete iia'e ols inl ca oy afb aie Stelalsidimasfaleiain alelaic sini eiain 0.7% 
MRL REIN aie. tara fast sia 44 Acta Seen pte a3 sr sik oper swig wicesinin- nyt eSocecsie 3.6 
Advertising structures .. 6.0 
Vessels and marine property. 5.0 
Machinery and equipment... . a 5.8 
Automotive equipment and rolling stock,................. sae, alles 
USSOMAIIE SS MEMS SERIMEOM is nfeein' a sinless sicieias's'sisaix Avs gi ace Wi dic sisi 6 11.8 


U. S. AND FoREIGN TAXES ON INCOME 


Examinations of the U. S. consolidated income tax returns of the Company and its domestic 
subsidiaries by the Bureau of Internal Revenue have not been completed for 1946 and subse- 
quent years. In addition, examinations of tax returns in many of the foreign countries in which 
the Company and its subsidiary companies do business have not been completed for recent years. 
It is believed, however, that any additional assessments that may be levied would not materially 
affect the consolidated financial position or results of operations. 


No reserve has been provided for foreign dividend taxes or U. S. taxes, if any, which may 
become payable upon future payment of dividends by foreign subsidiary companies included 
in the consolidation. Such U, S. taxes would be reduced by foreign taxes paid or deemed to have 
been paid with respect to such dividends. 


Profits deposited in the reserve funds by Grace Line Inc. (see Note 5) are not subject to 
federal income tax in the year earned, The major part of profits withdrawn from the reserve 
funds and paid into general funds are required to be included in taxable income of the year of 
withdrawal. No provision has been made for such taxes since the amounts, if any, are not pres- 
ently determinable. 


No provision for U, S. excess profits taxes is considered necessary. 
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(8) 


(9) 


(10) 


(11) 


(12) 


Lono TerM Notes PAYABLE 


A summary of long term notes outstanding at December 31, 1952 follows: 
W. R. Grace & Co. (Conn.) 
3% % notes payable to insurance companies—due from 
1962 to 1982 ... 
W. R. Grace & Co. (W. Va.) 
4% notes payable to bank—due from 1953 to 1962 
(The first installment of $200,000 payable December 
1, 1953 has been included in current liabilities)... . 1,800,000 


42% notes payable to insurance company—due from 
1963 10, 1992 occas 


Grace Line Inc. ‘ 


312% Mortgage Notes payable to the U. S. Maritime 
Administration—due from 1953 to 1966 (payable from 
special funds and deposits) .............-e.00e05 3,265,824 


Foster and Kleiser Company 


342% notes payable to insurance company—payable in 
annual installments of $75,000, (Installment payable 
in 1953 inciuded in current liabilities)............. 


$16,000,000 


2,000,000 


Capita Stock 


At a special stockholders’ meeting held on December 1, 1952, the voting rights of the 
common stock were changed from one vote for each 900 shares to one vote for each 40 shares 
(less than forty shares to have a proportionate fractional vote). The 6% preferred stock retains 
its right of one vote for each share and the Class A and B preferred stocks continue to exercise 
one vote for each 10 shares, 


Capita SurPLus 


Capital surplus represents the excess of equity in net assets of consolidated companies 
acquired over cost. 


EaRNED SuRPLUS 


On August 28, 1952 the Company entered into a loan agreement with four insurance com- 
panies. Under the agreement the Company is required, among other things, to maintain certain 
minimum amounts of net current assets, as well as stipulated ratios of current assets to current 
liabilities. Also certain limitations are imposed on the availability of surplus for purposes of 
dividend payments on the common stock (other than stock dividends) and for acquisition or 
redemption of any class of its capital stock. Under the terms of this agreement, at December 
31, 1952 amounts in excess of approximately $5,400,000 of the Company’s earned surplus and 
of approximately $7,400,000 of the consolidated earned surplus are considered restricted as to 
payment of dividends. Under other loan agreements entered into by W. R. Grace & Co. (W. Va.) 
and Foster and Kleiser Company certain limitations are in effect with respect to the availability 
of earned surplus for payments of dividends by those subsidiaries. 


COMMITMENTS AND CONTINGENT LIABILITIES 


On February 1, 1952 the Company loaned $2,000,000 to the Dewey and Almy Chemical 
Company evidenced by its five year convertible 342% note due February 1, 1957. The note is 
convertible, at the option of either party, after January 15, 1954 into common stock of the bor- 
rower. Exercise of such option would result in ownership by the Company of less than 10 
percent of the outstanding stock of Dewey and Almy Chemical Company. 


On August 28, 1952 the Company entered into agreements (see Note 11) with four insurance 
companies to borrow in four installments a total of $35,000,000, Of this amount $16,000,000 
was borrowed in 1952 and the balance will be borrowed as follows: 

July 1, 1953 - -$ 6,000,000 


February 1, 1954 . -$13,000,000 


A commitment fee of % of 1% per annum is payable for the period from July 1, 1952 to the 
dates these amounts are borrowed and interest of 3% % per annum is payable during the life of 
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the loan. Commencing July 1, 1962 the loans are repayable in annual installments of $1,680,000 
up to and including July 1, 1981 with the balance of $1,400,000 to be paid on July 1, 1982. 

The Grace Chemical Company, a wholly-owned subsidiary incorporated September 18, 
1952, entered into a loan agreement with five banks under which it may borrow all or part of 
$10,000,000 before October 1, 1954. The advance of such funds is contingent upon W. R. Grace 
& Co, having made an investment of equity capital in the subsidiary of at least $10,000,000. The 
agreement further provides that subject to certain additional conditions the banks will loan a 
supplementary amount of $988,927, Notes for amounts so borrowed will be repayable in sixteen 
semi-annual installments commencing not later than April 1, 1955 and will bear interest at the 
rate of 4% per annum. The company has agreed to pay a commitment fee of 42 of 1% per 
annum on any unused amounts during the period November 1, 1952 to October 1, 1954. 


The Company, as at December 31, 1952, held 21.4% of the common stock and 18.9% of 
the preferred series A stock of the Davison Chemical Corporation. As at April 21, 1953, it is 
undecided whether or not an offer will be made to acquire all or substantially all of the assets 
of that corporation, 


W. R. Grace & Co. (W. Va.) entered into agreements under which it has borrowed 
$2,000,000 from three banks and $2,000,000 from an insurance company. The bank note bears 
interest at the rate of 4% per annum and matures December 1, 1962. The note given the insur- 
ance company matures December 1, 1972 and bears interest at the rate of 442% per annum. 
Under these agreements annual installment payments of $200,000 must be made. The funds so 
received were used to repay temporary loans made in connection with the purchase of Foster 
and Kleiser Company shares. 


W. R. Grace & Co, has entered into a contract relating to the formation of a chemical com- 
pany in Brazil. Under the agreement and a proposed amendment thereto, the Company would 
acquire 55% of the capital stock of the new company. It is estimated that the Company’s total 
investment, including certain advances, will approximate $1,900,000. 


Customers notes receivable of subsidiary companies, amounting to $487,600, have been dis- 
counted and are excluded from the consolidated balance sheet. 

Letters of credit in favor of suppliers amounting to approximately $3,000,000 were out- 
standing as at December 31, 1952. 


There are various other claims, commitments and contingent liabilities, arising in the 
normal course of business, but it is believed they do not substantially affect the position as re- 
flected in the financial statements at December 31, 1952. 
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PRICE WATERHOUSE & Co. 


56 PINE STREET 


NEW YORK 5 


April 21, 1953 


To the Stockholders of 


W. R. Grace & Co. 


In our opinion, the accompanying statements 
present fairly the financial position of W. R. Grace & Co. 
and its consolidated subsidiary companies at December 31, 
1952 and the results of their operations for the year then 
ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding year. Our examination of such statements was 
made in accordance with generally accepted auditing 
standards and accordingly included such tests of the account- 
ing records and such other auditing procedures as we consid- 


ered necessary in the circumstances. 
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